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OJ:ATH OR AFFIRMATION
|
|

!
l
!
i

,Sswear {or afﬁrm) that, to the

‘best of my knowledge 'and belief the accompanying fi naﬁcial statement and supporting s'chcledules pertaining to the firm of

_NORTHERN CAPITAL SECURITIES CORPORATION | \ ' . as of
OCTOBER 31 o ', . ,20 06 iare rtrue and correct. | further swear (or affirm) that neither the company
nor any partner, proprletor principle offi cer or director has any proprietary interest in any account classified soley as thal of
A customer, except as follows v |
| | |
B o |
- L e
i - H A : t
Notary Public i I ’ i
‘ COMMONWEALTH OF MASSACHUSETTS C
; - .. ~—— ro P ¢, Signature
] ‘ b | ! PR.ES!DENT
: ! ! ) Title
3 QM 09_\4 |
Notary Public i |
! G il
r ‘ : | ! : ' gfﬂg l’:?,{f? ",
‘This report** coratain:s '(éhelck all applicable boxes): | | ' § fé};\";‘\ﬁgf‘nz m”»,;
X' (a) Facing page. ) ' ' g f;jf;%ﬁ;"’ﬁci& ;\;::ii?‘-m
®=. (b)‘ State"ment of Financial Condition. | ! i %:3\;{%%.:3;}‘5 ,f;’;?:_é"
B © Statement of Incorne (Loss). | : | ?;é‘-’:"',;'{"_% ""'*:‘:E\‘{ .,‘?3?
®. @ Statement of Changes in Financial CondmonI | “, &T"w:;;@\
®- (e) Statement of Changes in Stockholders' Equ:ty or Partners’ or Sole Proprietor's Caprtal et
‘l:l (f)y Statement of Changes in Liabilities Suborgimated to Claims of Creditors. !
X (g) Computation of Net Capital. . g
L)) Computationl for Determination of Reservé Re'quirements' Pursuant to Rule 15c3;3 :
™ I (i) Informatron Relatlng to the Possession or, control requirements Under Rule 15c2 3.
(IR ()} A Reconcmatron Including appropriate jexplanation, of the Computation oleet Capital Under Rule 15¢3-1 and the
b Computatron for Determination of the Reserve Requrrements Under Exhibit A|of Rule 15¢3-3.
_L—_I : (x} A Reconciliation between the audited and unaudited Statements of Frnancnal Condition with respect to methods of
consohdatlon b .
;E} ) An Oath or Affirmation. ! t
‘.f_"l " (m) A copy of the SIPC Supplemental Reporlr : _ :
jl:] ) {n) A report descnbmg any material |nadequac:es found to exist or found to have exi:sted since the date of the previous audit.

er For condrtrons of conf dential treatment of certain pomons of this filing, see section 240. 1 7a-5{e}(3).
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LARRY D. LIBERFARB, P.C. i

CERTIFIED PUBLIC ACCOUNTANTS
AND FINANCIAL ADVISORS '

11 Vanderbilt Avenue, Suite 220, Norwood, Massachusetts 02:062 ,
- Tel. (781) 255-8800 Fax (781) 2559217 | !
E-Mail: Info@Liberfarb.com ' . ;

Independent Auditor’s Report
I i

: |
To the Board'of Directors of |
Northern Capital Securities Corporanon
Andover, MA

We have audited the accompanying fstatement of financial c;ondition of Northern - Capital
Securities Corporation as of October 31|, 2006, and the related statements of income, changes in
stockholder’s equity, and cash flows for the year then ended that|you are filing pursuant to rule
17a-5 under the Securities Exchange Act of 1934, These financial statements are the responsibility
of the Company’s management. Our respon51b111ty is to express an opinion on these financial
statements based on our audit. o ;

We conducted our audit in accordance. with auditing.standards génerally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reéasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test ba51§ evidence supporting thelamounts and disclosures in the
financial statements. An audit also tncludes assessing the accounting principles used and
significant estimates made by management as well as evaluatmg the overall financial statement
presentation.’ We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial .position of Northern Capital Securities Corporation as of October 31, 2006, and the
results of their operations and thenr ciash flows for the year then ended in conformity w1th
accounting principles generally accepted in the United States of Amenca

e, . - )
: I

Norw@od, Massachusetts
Noxember 15, 2006
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STATEMENT OF FINANCIAL CONDITION

. October 31, 2006

ASSETS

Cash :

Deposit with clearing organization

Recen'.‘fable from broker-dealers and clearing organizations
Receivable from customers

Deferred income taxes

Liabilities: co
Accounts payable, accrued expenses, and other liabilities
Income taxes payable Co
!
Stockholder's equity: ' :
- Common stock, no par value, authorlzed 1,000 shares,
issued 12 shares : i
- Additional paid-in capital

Retained earnings o

Less 12.5 shares of common stock i m treasury, at cost

Total stockholder's equity -

'
t
b

NORTHERN CAPITAL SECURITIES CORPORATION

' D |
LIABILITIES AND STOCKHOLDER'S E"Q:UITY

$ 128,670
25,000
46,382

2,884
5,300

$ 208,236

$ 46,359
456
46,815

63,552
25,000
118,128

(45,259)
161,421

3208236

The accompanying notes are an integral part of these financial statements.
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NORTHERN CAP}TAL SECURITIES CORPPRATION

! |
! !

\ STATEMENT OF INCOME :
o .
| For the Year Ended October 31, 2006 - .
I P
1 i J
! -
Revenues: :
Commissions o : ' $ 710,040
Investment advisory fees i : . 27,839
Other : : 3,849
' ) 741,728

i i )

Expenses: : S
Employee compensation and benefits 514,735
Communications and data pr’oce:ssing 10,821
Interest ' _ 675
. Occupancy ‘ : : 99,285
Other expenses o | 138,986
‘ | 764,502
[

‘Loss before income taxes . : (22,779
Income taxes L ' 5 3,151
Net loss | | | . $ (25925

! :
' |
i
|
Yy
The accompanying notes aré an integral part of these f}ne:mcial statements.
! I
1
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NORTHERN CAPITAL SECURITIES CORPORATION

STATEMENT OF CASH FLOWS

o -
- For the'Year Ended October 31, 2006

Cash flows from operating activities; ;
Net income (loss) : : $ (25,925)
Adjustments to reconcile net income '

to net cash used in operating activities: .
(Increase) decrease in operating assets: ‘

Increase in receivable from broKer-dealers and clearing orglamzatlons _ (4,422)

Decrease in receivable from customers S - 1,871

Decrease in other assets ; 9,144

Increase in deferred income taxes 5 . (5,300)

(Decrease) increase in operatingfliapi]ities:

Increase in accounts payableiand accrued expenses = 20,905

Decrease in income taxes payable : (10,544)
~Net cash provided by operating acti:vities . (14,271)

Cash flows from investing activities, ,
None -
_ |
Cash flows from financing activities
None

L

Decrease in cash o (14,271)
Cash at beginning of the year C . 142,941
1 | ) '
Cash at end of the year . ' $ 128,670
Supplemental cash flow disclosures: '
Income tax payments § 7,995
_' $ 615

Interest payments

i
P '
. ' b

The accompanying notes are an integral part of these financial statements.
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NORTHERN CAPITAL SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS

OCTOBER 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business !

The Company is a broker-dealer registéred with the Securities an{d Exchange Commission (SEC).
and is a member of the National Association of Securities Dealers (NASD).

Securities Transactions - . |

!
Customers’ securities transactions are recorded on a settlement date basis. The related
commission income and expenses are also recorded on the settlement date basis.

i
!

The Company recognizes deferred tax liabilities and assets for the expected future tax
consequences of events that have been included on the financial statements or tax returns.

Deferred tax liabilities and assets are determined based on the dlfference between the financial
statement and tax basis of assets and liabilities. : '

Income Taxes

Statement of Cash Fl'ows

For purposes of the Statement of Cash Flows, the Company has defined cash equivalents as highly
liquid investments, with original maturities of less than ninety days, that are not held for sale in
the ordinary course of business. |
|

Use of Estimates

The preparation of financial statemeénts in conformity with accountmg principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in these financial statements and accompanying

notes. Actual results could differ from these estimates. !‘

B
I
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NORTHERN CAPITAL SECURITIES CORPORATION
; NOTES TO FINANCIAL STATEMENTS, CONTINUED

OCTOBER 31, 2006

|
o | b
NOTE 2 - INCOME TAXES |

+ Deferred income taxes (benefits) are plrowded for temporary dlfferences as well as for net
operating loss carryforwards. :

. t
Income tax expense (benefit) consisted of the following:
|

Taxes currently payable: S ‘ :
Federal | $ 3,898

State . o 5 | 4,553

- Total | | | {8,451
Deferred tax expense (benefit) L !

Federal L (3,200}

Staté - ! (2.100)

Total ; | - 1(5.300)

Income tax expense | | $ ?3!151

NOTE 3 - NET CAPITAL :

i ;
The Company is subject to the Secufitie's and Exchange Commlsslxoh Uniform Net Capital Rule
(Rule 15¢-3-1), which requires the maintenance of minimum net capltal and requires that the ratio
of aggregate indebtedness to net capital, | both as defined, shall not exceed 15to 1. The Company

. had net capital of $153,016 which was $148 016 in excess of its requ1red net capital of $5,000.
The Company’s net capital ratio was 31 to 1.

NOTE 4 - EMPLOYEE BENEFITS |

The Company has a 401(k) savings plan for all employees. The Company at its discretion may
match employee contributions to the plan. For the fiscal year endmg October 31, 2006 only
administrative fees were incurred by the Company

l
The Company, at its discretion may make a profit sharing contrlbutlon which is allocated to-
employees based on salary. For the: fiscal year ending October 31, 2006, there was no

contrlbutlon nor accrual. o ;

! t




|
| I
. i

NORTHERN CAPITAL SECURITIES COR!IPORATION
! .
| |
NOTESTO FINA{NC:‘IAL STATEMENTS, CONTINUED

 OCTOBER 31,2006 |

NOTE 5-. - LONG TERM LEASES

The Company leases its operating facility under an operating lease ‘expiring in March, 2012. Lease
expense for fiscal year 2006 was $99,285. '

I L
Minimum future lease payments for non-cancelable operating leases are approximately:

i 1

2007 : 47,064

. 2008 : 47,759
v 2009 | 48,951
| 2010 : 50,142 .
- 2011 ; 51,334
D Thereafter 21,596
| | $266.846

4

The Company is also responsible for operatmg costs and real estate taxes for the above operating
lease.

. l '
: ] Cl i )
NOTE 6 - OFF BALANCE-SHEET RISK AND CONCENTRATIONS OF CREDIT RISK

The Company is engaged in varxousdradmg and brokerage act1v1t1es whose counterparties include
banks, other financial institutions, and the general public. In the event counterparties do not fulfill
their obllgatxons the Company may.bejexposed to risk. The risk of default depends on the credit
worthiness of the counterparty or issuer of the instrument. The Company seeks to minimize this
risk through procedures designed to mo:rntor the credit worthiness'of its customers.

The Company maintains cash in bank :accounts in excess of thejestablished limit insured by the
Federal Deposit Insurance Corporation (FDIC). )
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LARRY D. LIBERFARB, P.C. ;

CERTIFIED PUBLIC ACCOUNTANTS | | :
AND FINANCIAL ADVISORS

11 Vanderbilt Avenue, Suite 220, Norwood, Massachusetts 02062
Tel. (781) 255-8800 Fax {781} 255-9217
E-Mail: Info@Liberfarb.com

Indepenﬂent Auditor’s Report on
Supplementary Information Required by Rule 17a-5 of the

Securities and Exchange Commission
i

|

To the Board of Directors of
Northern Capital Securities Corporation
Andover, MA

i
s
|

We have audited the accompanying financial statements of Northern Capital Securities
Corporation for the year ended October 31, 2006, and have issued our report thereon dated
November 15, 2006. Our audit was conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole. The information contained in Schedules I, and II is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by Rul;e 17a-5 of the Securities and
Exchange Commission. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

|
|
|
'
i .
|

: ,/Ma'ssachusetts
ber 15, 2006 -




{ SCHEDULE I

I !

f |

t

NORTHERN CAPI'II'AL SECURITIES CORPORATION

| |
COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

PURSUANT TO RULE 15¢3-1

" OCTOBER 31, 2006 ‘l
AGGREGATE INDEBTEDNESS !
 Accounts payable and accrued expenses $| 46,359
Income taxes payable E | | « 456
TOTAL AGGREGATE INDEBTEI;)NESS ' $! 46,815
NET CAPITAL: o
Common stock ; $ 63,552
Additional paid-in capital . ' ‘ 25,000
Retained earnings co 5 118,128
Treasury stock o | (45,259)
' | $ 161,421
, 1 1
ADJUSTMENTS TO NET CAPITAL: |
Receivable from customers - : (2,884)
Other assets D ! (5,300)
12b 1 fees | (221)
Net Capital, as deﬁned l $ 153,016
NET CAPITAL REQUIREMENT , $ 5,000
NET CAPITAL IN EXCESS OF REQUIRMENT o $ 148,016
i
RATIO OF AGGREGATE INDEBjTEDNESS TO NET CAPITAL - 30.59%
Reconciliation with Company's Econﬁputation of net capital: i
© Net capital as reported in Cofmpany's Part IIA (unaudited)‘E
. FOCUS Report : | | $ 148,495
Net audit adjustmems | 10,682
Increase in non-allowables and halrcuts ; (6,161)
Net capital per above f $§ 153,016




SCHEDULE II
! |
NORTHERN CAPITAL SECURITIES CORPORATION
|
COMPUTATION FOR DETERMINATION OF
RESERVE REQUIREMENTS FOR BROKER/DEALERS UNDER
RULE 15¢3-3 OF THE SECURITIES EXCHANG|E ACT OF 1934

|
Northem Capital Securities Corporation is exempt from the reserve requirements of Rule 15¢3-3
as its transactions are limited, such that they do not handle customer funds or securities,
accordingly, the computation for determination of reserve requirements pursuant to Rule 15¢3-3
and information relating to the possession or control requirement pursuant to Rule 15¢3-3 are not

applicable.

OCTOBER 31, 2006
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LARRY D. LIBERFARB, P.C.

. CERTIFIED PUBLIC ACCOUNTANTS , ' |
AND FINANCIAL ADVISORS

11 Vandcrbtlt Avenuc Suite 220, Norwocd, Massqchusetts 07062 ;

Tel. (781) 255.8800 Fax {781) 255-9217
E-Mail: Info@Liberfarb.com o |

To The Board of Directors of ' '
‘ Northern Capltal Securities Corporatton . l

o '
|
Independent Audltors Report on Internal

Control Requnred by SEC Rule 17a-5

In planning and performing our audit of the financial statements of ‘Northern Capital Securities
Corporation (the Company), for the year ended October 31, 2006 we considered its internal

~ control, including control activities for safcguardmg securities, in order to determine our auditing
procedures for the purpose of expréssing our opinion on the financial statements and not to
provide assurance on the internal control. ' ‘

Also, as required by rule 17a- S(g)(l)' of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company, including tests
of compliance with such practlces'and procedures that we consrdered relevant to the objectives
stated in rule 17a-5(g). Because the Company does not carry security accounts for custorners
or perform custodial functions relating to customers securities, we did not review the practices

' I . Ll
and procedures followed by the Company in any of the following:

|
1. Making the periodic comp'uta_tions of aggregate indebtecliness (or aggregate debits) and
net capital under rule 17a-3(a)(1 1} and the reserve required by rule 15¢3-3(e).
} '
2. Making quarterly securities exammatlons counts, verifications and comparisons, and
the recordation of differences requ1red by Rule 17a-13. | -
[ | !
3. Complying with the requirements -for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Govemors of the Federal Reserve
System. : i

4. Obtaining and mamtalnlng physrcal possession or control of all fully paid and excess
margin securities of customers as required by rule 15¢3- 3
» t
The management of the Company is responsible for estabhshmg and maintaining internal
control and the practices and procedures referred to in|the preceding paragraph. In
fulﬁlllng this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of controls, and of the practices and
procedures referred to in the precedmg paragraph, and to assess whether those practices

. and procedures can be expected to achieve the SEC’s above-mentloned objectives. Two

of the objectives of internal control and the practices and procedures are to provide -

, |
management with reasonable but not absolute assurance that assets for which the

Company has responsibility arc safeguarded against loss from unauthorized use’ or
disposition, and that transactrons are executed in accordance with management’s

authorization and recorded properly to perrmt the prcparatlon of financial statements in
e | ;

S . o !
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| : |
., ' E
COIlfOI'I'ﬂlty with generally accepted accountmg principles. ] Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the precedmg paragraph.
:Because of inherent limitations i 1n internal control or the practlces and procedures referred
to above, errors or fraud may occur and not be detected. Also, projection of any evaluation
'of them to future periods is subject to the risk that they may become inadequate because of
changes in conditions or that|the effectiveness of thelr .design and operation may
deteriorate. Qur consideration| of internal control would not necessarily disclose all
matters in internal control that might be material weaknesses under standards established
by the American Institute of Certlﬁed Public Accountants A material weakness is a
'condmon in which design or operatlon of the specific 1ntemal control components does
inot reduce to a relatively low le'vel the risk that errors or fraud in amounts that would be
‘matenial in relation to the ﬁnanmal statements being audltecli may occur and not be detected
‘within a timely period by employees in the normal course of performing their assigned
‘functions. However, we noted/no matters involving mternal control, including control
activities for safeguarding SE(I:urlthS that we consider to be materlal weakness as defined
above ' i
P
We understand that practices and procedures that accompl'is}lx the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomphsh such objectives in all material
respects indicate a material madequacy for such purposesI ‘Based on this understanding
and on our study, we believe the Company’s practices and procedures were adequate at
October 31, 2006, to meet the SEC’S objectives. |
This -report is intended solély for the information and use of the Board of Directors,
management, the SEC, The National Association of Seclurmes Dealers, Inc., and other
regulatory agencies that rely on'Rule 17a-5(g) under the Secuntles Exchange Act of 1934
"in their regulation of registered ‘brokers and dealers, and i is not intended to be and should
not be used by anyone other than these specified partles !

2

\¢

Larry Ly Lnberfarb P.C.
No", od, Massachusetts
Notember 15, 2006




